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NOT'CE  OF  CONFIDENTJALmrnreeHTS:  A  NATURAL  PERSON  MAY  REMOVE  OR 
fj  ™  iSXLfS  ^LL  0F  THE  FOLLOWING  INFORMATION  BEFORE  IT  IS  FILED 

S«I^!E££SSSL YOUR  S0CIAL  SECUR,TY  NUMBER  0R  Y0UR 

XTO  REV  PROD  88  (7-69)  PAID  UP  (04/17/07}B 

OIL,  GAS  AND  MINERAL  LEASE 

THIS  AGREEMENT  made  this  19  day  of  December,  2008,  between  Michael  Ft.  Spencer  and  Kimberiy  Spencer,  husband  and  wife  Lessor 

S8  r°r^eLWT0Se  •2S  iS:  9863  WalnUt  Drive'  P**°n>  Co  and  XT0  Energy  "c,  whoiVaffii^ 

Houston  St,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH: 

i^^*£?££w«n£'  ""ST9  ¥ le"' out  of #e  J- M- Gann  Survey,  Abstract  No.  575,  being  Lot  7,  Block  2  Harbour  Point  Addition 
fI^SlrSuJlLTT?*nt  Co^t T8XM*  acc2rdin0jo  *•  Second  Corrected  Plat  recorded  ir i  Volume  3W^55  Pane 1 73  p"at  RecordS' 

Dav?dA  MffindTA  JndAHri,g  Ei??.patfci,,a^dl*cribed  in  a  Warranty  Deed  with  Vendor's  Lien?  d%  j8nu%Tm^ 
uavia  a.  Mills  and  wire,  Jo  Adrian  Mills  to  Michael  R.  Spencer,  recorded  thereof  in  Volume  14689  Pane  1B8  iwhraL^i  tS 
County,  Texas,  and  amendments  thereof,  including  streets,  easem^nte^^^  i&.^i^^ftlS™ 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 

—J?  !5r  Jj  a  RreJerer'ce  TO™  w  acquisition.  Lessor  agrees  fo  execute  any  supp  ementa  hstrument  reauested  bv  Lessee  for  a  nvvl 
S  deemed  t^rf^O^^^K  ^^  of  determining  the  amount  ofany  bS  ^SS^SS^^St^^SS 

at  ^PF*  acres-  Aether  actually  containing  more  or  less,  and  the  above  recital  of  acreage  in  any  tract  shaH  be  deemed I  to  be 

the  true  acreage  thereoTTessor  accepts  the  bonus  as  lump  sum  consideration  for  this  lease  and  all  righte  and l^oWonThe™nSr? 

ih»  H?iiJhLeriLs?0/,e-r  teIminafdJ9r  Ipnger  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of  3  vears  from 

^JTrr^ltlPIB^A  a™  saved  byhf^e.from  said  land,  or  from  time  to  time,  at  the  opt  on  of  Lessee,  to  pav  Lessor  the  averaae  oosted 
ffl%C2LS*  t£  pa.t  of  su?  31  "J6  *f ls  a-s  of  ^e  daV il  is  ™  to  tne  P'Pe  or  storage  tank* tesso°s s  interest  in  encase  t^bear 
S&ffi fe^^1ffa3li2Lto  rend5  rt  marl^b  e  pipe  line  oil;  <b> To  W  Lessoron  gas  and  casinghead I  gas  proS^&^^m^n 
SSifeiSSf  "^"^l!  r!a,"2id  by  tessee-  computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Logoff  said  land  or  Jfthe 
SRSKSSfifP5^6  or5^ri*?dVcts'l'e         value- at  t"e  moutn  of     we",  of  1/4  of  such  gas  and l  cSngnead^s: (c) To  oav  Lessor 

"?rals,ml!ned  ^Ina^eted-°Luti,2?d  by  Lessee  fr0111  s3'11  land.  one-tenth  eitfierin  kind  wwl^SS^^^^iSS^S^ 
except  that  on  sulphur  mined  and  marketed  the  royalty  sha  I  be  one  dollar  ($1 .00)  per  lonq  ton  If  at  the exrSion  of the  DrimarT ^  nTStSl 

^c5u0dna  of  ohr  aaf^  0f  0n  W  with  W  ^  laVor^ 

EE l2l93i U»       suSh  w?.lls  are  W-1"'  this  tease  shall,  nevertheless,  continue  n  force  as  though  operations  werebeinq  afflucted 
on  said  land  for  so  long  as  sad  wells  are  shut-in,  and  thereafter  this  lease  may  be  continued  in  force  as  if  no  shut- r i  had^ oSredlSaS 
t0  use  reawnable  dy?er**  to  utilize,  or  market  the  minera  s [capable of  beirw  pSuced  frc^SSsl butln  thS 

&epararor,  ana  lease  xanK,  ana  shall  not  be  required  to  settle  labor  trouble  or  to  market  qas  upon  terms  unacceDtable  to  L  m«pp  if  at  anu  lim*.  nr 

operations  on  saia  land,  then  at  or  before  the  expiration  of  sa  d  ninety  day  penod.  Lessee  sha  oav  or  tender  hv  dtmrk  nr  Hraft  cf  i  oecJ  ao 
2? Sfia?11 6qual  t0  on?£on#  $1  jP°)  for  eachacre  of  land  then  covered  heSy  LiSei  Ihl  makeliS S^^atorSlS 
SfSf^fS^TISf^  of  me  ^E1^  or i  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  isteingwTK  bvSason 
°15e  P™VISK)ns :  of  this.paragraph.  Each  such  payment  or  tender  shall  be  made  to  the  parties  who  at  the  time  of ■  wwrnent  wouldbe  ehtKS 
receive  the  royalties  which  would  be  paid  under  this  lease  if  the  wells  were  producing,  anTmw  be  depoS^ 

%Sl  shallcontinue  as  the  depositories,  regardless  of  cnanges  S'the >  o^mhg fSRSSB?  ^Jf%wy  tiKett3  Lellee 

PSSSrfhSS  ^HH°ya,ty'  tt,0Sr  mort  p?rties  are-  or  c™m  t0  be- entiHed  to  n**^  same  Lessee  may,  in  Jieu  of  any othen method  of 
payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified  either  iointlv  to  such  oarfies  or  seoaratSv  to TeaS  in 

SSSSSr  mJE?  2  Pi  o6^6,^  to  the  party  entitled  to  receive  payment  or  to  a  deposrtory  bank  provided  for  above  on  or  before  the  last  datefor 
R?ffJ2J-  ^K-^if^"1  shall  impair  Lessee  s  right  to  release  as  provided  in  paragraph  5  hereof.  Fn  the  event  of as^gnmentof  i  toase^inwhote 
or  in  part,  liability**  payment  hereunder  shall  rest  exclusively  on  tfVe  then  owner  or  hereof  this  lease,  s^ 

withtnv^^r?a^^Lira^l!d«i'i!5ti at  te  opti0Hn' t0  po?' or  "init!ze  a°y land  covered  by this  lease  wit"  any  other  land  covered  by  this  lease,  and/or 
SS^taSS^^S^^hS89"'  35  £  any  <La!iI"^r?lsJor  honzons'  80  33 10  establisn  units  containing  not  more  than  80  surface  acres,^us  10% 
h^f,a^£lfrarKf '  P^d^-J^^r  unite  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to  aw  one  a  more 

SSJ^nS^y^h^J^11^  64i8ul5?°f  5??  ^  10%  acrea^e  toleranoe'  if  limited  to  one  or  more  of  the  En?  M)  gas^herTlSn 
SH^hl^JSW  W^f005  (condensate)  which  are  not  liquids  in  ffie  subsurface  reservoir,  (3)  minerals  produced  from  wel  s  cfassVS  as  qas 
JS^SSSfSrw?1  aiency  havin9  Junsdl(?lon- lf  lar9er  ""its  than  ™V  of  those  herein  permitted  either  at  the  time  esttferrt  or  a^enteroSnent 
ffan^  'Si  to  b2  'SL^iff  ^  driN^  of  a  r 1 31  a  «gular  location,  ofSoSSS  maS  aS 

^mmJS  Svw^if?'  7 ™"n8,  w  a ^eacJy  dnlled  any  such  unit  may  be  established  or  enlarged  to  conform  to  the  size  permitted  or  required  by  such 
SfSTS^iS^"^  sna" exe^^  said  opt.9n  as  to  each  desired  unit  by  executing  an  instrument  identifying  such  unifand  fflSftfor  record 
n  the  pubjc  office  in  which  this  lease  is  recorded,  Such  unit  shall  become  effective  as  of  the  date  provided  for  in  said  instrurnent  or  inSrurnente  but  1 SS 

^.Inh^tt  mfyKb^.Sfrc^ed  by  ^S888^  any       and  fr0"1  time  (o  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations  or 

ISEiESK f  S  lz?  SSL*?  effecftYe  for  aj1  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  in  lands  within  the 
E? r^™^fn^!^^l1Lp00ted  °Lu2fiPdl  ^y  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered  foTa  pumo^Texcept 
^SkSSSSS^0^^^  ^ ,and  under  this  lease" There  sha»  be  allocated  to  the  land  covered  by  this  lease  WhirTeach  such 
ffi^.S<lL2e^£?eJract  Wlthin  f6  unit  lf  *lis  l^ase  0°^^  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized  rninerals 
Ke2  SSfiSX^lS  Uf?^  SSI9  °r  u/2  *e  number  of  surface  acresVn  such  land  (or  in  each  S% Tsepa^ateS)  1SSS 

in^KJ^™^^"11  ^  toJie  tota'number  of  surface  acres  in  the  unit,  and  the  production  so  allocated  shall  be  considered  for  all  purposes 
SSCR£S^S2^  mJS^emdin9  £yaltland J«ny  other  payments  out  of  production,  to  be  the  entire  production  of  unitized  minerafe  from 
2^  ^i^r^-3^16!^916  *ameunJa5ner  as  though  produced  therefrom  under  the  terms  of  this  lease.  The  owner  of  the  reversionary  estate  of  any 
&J^iLm^ra!  agrees  ttia  the  accrual  of  royalties  pursuant  to  this  paragraph  or  of  shut-in  royalties  from  a  well  on  the  unrt  shaTsaUsfy  ani 
SSKIS^H^  ur%  hereunderwfiich  includes  land  nofcovered  by  this  lease  shaH  not  havetl!e  effect 

pfexchanging  or  transfOTngany  interest  under  frits  lease  including,  without  limitation,  any  shut-in  royalty  which  may  become  payable  under  this  lease) 
behveen parties  owning  interests  m  land  covered  by  the  lease  and  parties  owning  interests  in  land  not  covered  by  this  lease.  NeitheVshall  it  impair  he  rightoi 
Lessee  to  release  as  provided  in  paragraph  5  hereof,  except  that  Lessee  may  not  so  release  as  to  lands  within  a  unit  while  there  are  operations  thereon  for 
u?.rtl^imlnerals  un,,ess.  a",P°oted  'eases  are  released  as  to  lands  within  the  unit.  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve  any  unit 
established  hereunder  by  filing  for  record  in  the  public  office  where  this  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized 
minerals  being  produced  from  such  unit.  Any  unit  formed  may  be  amended,  re-formed,  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and 
from  time  to  time  after  the  original  forming  thereof  by  filing  an  appropriate  instrument  of  record  in  the  public  office  in  which  the  pooled  acreaqe  is  located 
Subject  to  the 


nart  £  iKSI1  Sl?^ time  a?Kl  from  "j?*6. t0  ti72e  execyte  and  deliver  to  Lessor  or  file  for  record  a  release  or  releases  of  tWs  lease  as  to  any 
part  or  all  of  said  land  or  of  any  mineral  or  honzon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage ior Invest 

anfl£  ^^^H^ii'^^l^J!?®^3  "operations"  shaN  mean  operations  for  and/or  any  of  the  following:  preparing  the  driHsite  location 
f^n^SSi&fl&JfSS:  SF^tfV-  rewor^in9'  recompleting,  deepening,  sidetracking,  plugging  back*  or  repairing  of  a  welln  search 
whSheV Tr^^g^arSes  ^9aS'    P     "       m,nera,s<  **»»«ng  a  mine,  production  of  oil,  gas^ulpnur  or  other  mineral, 

owrataSSS^^  *»"       Le^or's  water  wells,  and  of  oil  and  gas  produced  from  said  land  in  all 

anSK2£S3f^^  TOSS?"  machjnerV  and  fixtures  placed  on  saS  land,  including  the  right  to  draw 

dh4 iS? SSSSiSlSSfJ  k  ■?  d""^-.nearef tnan  200  feet  10  th«  "Puse  or  bam  now  on  said  land  without  the  consent  of  the  Lessor.  Lessee 
shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

 ?■      ri9htsJ'nd  esta*e  of  any  Party  hereto  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  as  to  anv  mineral  or  horizon  All  of  the 

SSSSS^S^^X^^  ?  ^A988  snal&x^d  *2  rt  *»  bindi*9  upon  the  parties  heTeto,  82  I^SdSSSS;  asSg?s 
SSu^Sfisnrt^SSn*«No  chaG9e-  °^  *2»°P  !D  ^6  ownership  of  said  land,  royalties,  or  other  moneys,  or  any  part  thereof  howsoever  effected 
of  SSS  K^SSn^  ^■2CiPeJShls  <*  Less5!fJ:nc,Llding',5ut  004  'imiled  ^  'ocation  and  drilfir^of^RndXn^suVS 
^£^  ^^^°^tS4andin9  lW$**  a&ua\  or  constructive  knowledge  or  notice  thereof  of  or  to  Lessee;  its  successors  or  assiqns  no 
tebSSS ^°thintkS  ?^Sf^!En°f  9dJa?d  *  IStfS&'J*  otnFmonevs.  or  the  right  to  receive  the  s^me^S^a  effectS  shaS 
Sar^fE  iS?hw  i^S^r  Ef^Sitf1  ^ (60)  theJ?  tasbeen  furnished  to  such  record  owner  at  his  or  its  principal 

iSSni?  ~  S^2es  *  Sy  ■e!for  or-lT-ess?-r  2  hars'  successors,  or  assigns,  notice  of  such  change  or  dMaon,  supported  by  either  oriainals  or  dulv 
SSJd? ^^IX^^l!^  teVeHbeen  ESP**  record  and         evi^  such  chancer  divfsioa  and  of sutf  court 

S^h^p^clS-in9sfftranscri5!s'  .?r  other  documerrts  as  shall  be  necessary  in  the  opinion  of  such  recwdowner  to  establish  the  validity  of 
SSh  ^SSS^^SSPJlSS  such  ^ll^^^^SS^^l^^  of  the  deathof  the  owner,  Lessee  may,  nevertheless  pay  or  tender 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

9.  In  theevent  Lessor  considers  that  Lessee  has  nc*  ccniplied  wfth  all  its  obligations  hereunder  both  express  and  implied  Lessor  shall  nofifv 
^^^a^SS^^'y in  ^at  r«(^tsLesSe  has  breached  fis  contraOL^TaSe^havJ .  eM^)^te  reS8 
^t^n^f  ^l^^w  commence  to  meet  all  or  any  part  of  the  breaches  alleged  by  Lessor.  The  service  of  said  rotice  shaf be 
Sfl^SlS  ^SSSSl^i^^ ty^0^?1  sa,d  ease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  lapse  of  sixty  (60)  days 
^£^™^San/&H£nJ:Ssee-  ^  of  said  notjee  nor  the  doing  of  any  acts  by  Lessee  aimed  to  meet  all  or any  of  the 

jE^Sw^i"3'1  fe5?fmedJn^dmiss,on.  °.r  Presumption  that  Lessee  has  failed  to  perform  all  its  obligations  hereunder.  If  this  lease  is 
to  SSrSShfi iZSfS^t  SfSISf5  r^a!^in  ^  *fl  M  as  toiD  suffident  acreage  around  each  well  as  to  which  Sere  are- opSSSrS 
£  °^SK,n!t2!tei  IJSfj?  mumjttwraUe  ul£  ""S^  applicable  governmental  regulations,  &  in  no  event  less  that  forty  acres),  such  acreage 
^^SSmHSiSS^  K&KJES^"8  EJ*  J™  °La  ^are  ""^  at  ^  well,  or  in  such  shape  as  then  existing  spadrw  nil 
m^fSS^VSXSSA  J '  JJ^of  WW6  options.  Lessee  shall  also  have  such  easementson  said  land 
ofSwS^  ^  80  retoined  and  shaU  001 06  reqijred  to  move  ^  remove  anV  ^sting  surface  facilities  necessary 

interns  ^T^^ir^hJr^?  a?rees  to  defend  title  to  said  land  against  the  claims  of  all  persons  whomsoever.  Lessor's  rights  and 
aa^  trSfl^S^^  ^h»h^h^!^^th  fny  mort^es' 13X63  °L°?1er  liens>  *  ^L*?5*  and  other  charges  on  said  land,  bS  Lessor 
riSSTnfEL  iSS?  wiS8^*!6  hme  t0         reduce  sa"16  for  Lessor,  either  before  or  after  maturfiTand  be  subrogated  to  the 

nghte  of  the  holder  thereof  and  to  deduct  amounts  so  paid  from  royalties  or  other  payments  payable  or  which  mav  become  navabfe  tol L^sf? 

i^lSSfiS^S?  lpaff- lf  Vi  ,e^S?veP  a  '4s  l"*6^  "  *»  o">  «  aCiur.  or  other mineralsin^l  S ^rS^rtS  SSm  trSfttS 
entire  and  undivided  fee  simple  estate  (whether  Lessor's  interest  is  herein  specified  or  not),  or  no  interest  therein  then  the  roHteandoffi 

iu*  ^^^I'^inlJf^S  ?  iS^f3*'  ^  theexpiration  of  the  primary  term  hereof,  it  is  not  being  continued  in  force  by  reason  of  the  shut-in 
^IShT^^ra^fK3  lsirOl  conducting  operations  on  said  land  by  reason  of  (1 )  any  law,  order,  rule  or  regulation 

~<^?hio  ^^b^Uent,y  £*enT,ined  to  be  invalid  or  2  any  other  cause,  whether  similar  or  dissim  lar,  (except  financial)  berond  Se 
S^wfiSSS^iL166^  ^IW81^ 16011  hereof  shal  be  extended  until  the  first  anniversary  date  hereof  occurring  nineS  (90?or  more 
days  following  the  removal  of  such  delaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  (f  a^Say  iS  rSoccurred 

i=,™h  J2^rL«fsor         ^ this  ft***  S0^. and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  weJI(s)  and/a  wellborefs)  on  said 

ni^nnLKt1?^119  ani/thS91!0utheuContrarY1  ^sk^  'n  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
S  St^n^h6!.50^  a  w?         tas  .bee^  d,nI,ed5nd  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing i  in  pavinq 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed.  ^         H         y    p  y  9 

«rfnJ«^«o^^iSftih^',2Enifnt  in  the^icin&  of,said  'and  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restTSl=,  m?,f  yo.™ti0rtHh«  'K8  ,ease  ?nd/or  otfW  leases  n  the  vicinity,  surface  locations  for  wells^tes  in  the  vicinity  may  be  limrted 
Lessee  may  encounter  difficulty  secunng  surface  locationfs)  for  dri  ina.  reworkina  nr  nthsr  amrar,™*   Th*™!fnrL  JSOi  Z i 


and I  Le«*B ^mav rinrnTmt^r  h  ffi^  j  »  ^frf„« ,  Lu,rf 1  "i  r  n  vLa-n, IV'  sunace  ocanons  Tor  wen  sites  in  the  vicinity  may  be  mited 
rSwrWr^?^^  l?cf.lloni5)  for  drJ'ng,  reworking  or  other  operations.  Therefore,  since  drilling, 

J2^i^^5S!?i2S^?t,onSrfare  ?lthS  or  not  allowed  on  satd  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  any  such 

operations  conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance  with  tlSsVase 
Ende>  Midland?!- "SSS^S^ JlS^J^f9  directional  w^l  for  the  purpose  of  drilling,  rmSS^w^^TdSSSS^ 
^^^n^^SiSh^iSS^'^J?  pufP2es  of^-'s. lease  be  deemed  operations  conducted  on  said  land.  Nothing 
e^pt  asexprSs^TtatlS      ,ntended  *°  modlfy  any  surface  restrictions  or  pooling  provisions  or  restrictions  contained  in  this  lease. 


IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 


BY:  MICHAEL  R.  SPENCER  BY:  KIMBERLYBPENCER 

Colo  *~0£kd 
STATE  OF    TeAaa  } 

tD  4^So}  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF    Tarrant  >  ' 

This  instrument  was  acknowledged  before  me  on  the  day  of /W^W^r"    .  2008  by  Michael  R.  Spencer  and  Kimberly 

Spencer,  husband  and  wife. 

"  ^eati-Ier  s'^arle  "Yiignalure 


t  l^  Notary  Public 

Pr 


My  commission  expires:    ^  W  f  ^  |<^-0  11 


15. 


16. 


ADDENDUM 

2oVaA  BP™«NAM?rII«.E  d  «E,?f  J1*1  CERTA'N  0IL-  GAS  AND  MINERAL  LEASE  DATED  THE  1^  DAY  OF  DECEMBER. 
SJr\¥?2EF    MICHAEL  R.  SPENCER  AND  KIMBERLY  SPENCER,  HUSBAND  AND  WIFE  AS  LESSOR  AND  XTO  ENERfiV 

SS^JtoS:  cover,ng  °-350  ACRES  0F  LAND- MORE  OR  LBis' OUT  OF  ™E  J-«  -^i^^TrSSS? 

MEM  ANY  PROV'S,ONS  T°  ™E  C0NTRARY  CONTAINED  ,N  THE 

ES^^T™1*  No,"^tandin9  anV  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and 
well  boTe        93S'  9aseous  Mrocarbons  and  their  constituent  elements  produced  through  a 

^T^Ti^ V  ? }  Roy/al!ils  on,oil'  9as  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee 
fh^ii  JS?^'  (3)  ?r„°Jla^olher  ,iquid  "^carbons  separated  at  Lessee's  separator  facias,  the  royalty 
fffiin^^tS?"58?  (25K/b)  °lSUCh  ProducBon-  to  be  deljvered  *  Lessee's  option  to  Lessor  at  the  wellhead  or 
to  Lessor's  credit  at  the  oil  purchasers  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 

Kin  T°h  P^dUCt,°n  V"  We"head  market  price  then  Prevailin9  in  the  «"»  field  (or  if  there  is  no ^ such  price 
then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 

JSSS,  9Jad.eKa1  9TT'  3nd  (b>  for  gas  (includin9  casinghead  gas)  and  all  other  substances  covered  hereby  the 
royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the 

thTn5mi«i,  «rP*T*?°Tate  Part  0f  ad  valorem  taxes  and  Praduction.  severance  or  other  excise  taxes,  and  less 
n  nnTJ  ™ffi»ated  foirt  party  deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  right 
£E 11?  Production  at  the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same 
field  (or  if  there  is  no  such  pnce  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a 
preva.  ng  pnce)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as 
the  date  on  which  Lessee  commences  its  purchases  hereunder. 

SL^T""^0?  °"'  gaS  and  0tl!er  substances  Produced  and  saved  hereunder  which  are  processed  in  a  processing 

£  nnl  J*h  °r  an  affi"ate  0f  Lessee'  has  a  direct  or  indirect  interest-  shal'  be  calculated  based  upon  the 

higher  0f  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other 
substances  produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid 

™£S?JiPC2  *  L  ?  ,r  °  lhe  markel  value  of  the  products  so  sold  and  Proceeds  received  by  Lessee  for  said 
products.  Notwithstanding  anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid 

SI  f  f  h"  00  Tnt,f«a"  any  of  Lessor,s  bear  anv  Part  of  *»  <»ste  of  production  or  any  post-production 

costs,  including  costs  of  lifting,  gathering,  dehydration,  compression,  separation,  delivery,  transportation  manufacture 
processing  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or 
equipmen  for  processing  or  treating  oil  or  gas  produced  from  the  leased  premises  or  lands  pooled  therewith  In  no 
event  shall  Lessor  receive  a  price  greater  than  or  less  than  Lessee  in  sales  to  nonaffiliated 

S^nw^o/^^I!:  "affl!5B"  ^eans  0)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than  ten 
percent  (10/*)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of 
the  outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with 
Lessee,  more  than  ten  percent  (1 0%)  of  the  outstanding  voting  interest  of  both  the  Lessee  and  the  other  corporation 
joint  venture,  partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 

Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
tends  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities 
but  such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
h2o!Z^iS?^?m?ito  ^  Pr°d"cin9  in  PaVin9  ^antities  for  the  purpose  of  maintaining  this  Lease.  A  well  that 
nas  been  dnlled  but  not  traced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall 
pay  shutnn  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said 
ST?  KJ  i  an>  thireafter  on  or  before  each  anniversary  of  the  date  the  first  payment  is  due;  provided,  however 
2  I  ,,  S6J?  °*erw'se  ^'"9  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another 
well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the 
90-day  penod  next  following  cessation  of  such  operations  or  production.  Notwithstanding  anything  to  the  contrary 
herein,  it  is  expressly  understood  and  agreed  that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the 

consecuftJeyeanf'8  ^  payment  0f  Shut"in  royalty  for  more  than  one  sin9le  Period  of  UP  to  two  (2) 

No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
™I5*  K^rS*^1!?1*?8  priorwritten  Permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit 
explore  tor.  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface 
m2l,  *h      £6    ?1  Premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes 

EST- This dri,,ing surface waiver does not app* t0 any surface ri9hts associated 

Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal 
?"fnarVf    rT\°Laf!er  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall 
foSfondnlted  °ne  hUndrBd  fe6t  (10Q,)  be'°W  the  strati9raPhic  equivalent  of  the  deepest 

^J?",^9^ makeS  n°  warranly  of  anV  kind  with  ^Pect  to  title  to  the  Land.  By  acceptance  of  this  Lease,  Lessee 
^  f^h8.-..  .  ^n  9Tn  every  °PPortunity  to  investigate  and  has  conducted  sufficient  investigation  to  satisfy 

L,  It }      ,1    u  f  Und'  and  Lessee  ^umes  all  risk  of  title  failures.  All  warranties  that  might  arise  by  common  law  or 
Mnl2 ludmg  but  ,notim|tod  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors),  are  excluded.  If  Lessor 

,^     !,    ^fnd  leSS  than  the  enlire  fee  simple  e8tate- tnen  the  royals  (including  shut-in  royalties)  payable 
hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether  or  not  owned  by  Lessor)  shall 

J^!i2!L2  W  ^  TiT,<ted'  Ussor  wi"  use  a"  its  reasonable  efforts  to  assist  Lessee  to  subordinate  any  rights 
m°[?9a91e  holder  *<?  P^80* the  Lessee's  rights  under  this  lease;  provided,  however,  any  necessary  subordination  shall  be 
obtained  by  Lessee  at  Lessee  s  sole  expense,  In  the  event  Lessee  is  unable  to  obtain  a  subordination  agreement,  Lessee  at 
LL  •  '?»?'  rnayj,'scnarge  any  tax,  mortgage,  or  other  lien  or  interest  and  other  charges  on  the  Land  superior  to  this  Lease 

anri  T«™  fh^hf06!30'  ^ff  e*r"  hf 6  the  opfion  of  app,ying  the  r°yatties  accruin9  to  Lessor  toward  payment  of 
same  and  Lessee  shall  be  subrogated  to  the  rights  of  the  holder  thereof. 


19. 


20. 


21. 


22. 
23. 


24. 


respective  heirs,  success^  and  invit"*'      I  their 

and  causes  of  action  of  every  nature  or  ShertL™  ^  >'  °*  and  from  aH  and  anv 

damages  is  sought,  Including 7^^  ™  imrted  to  all^™L  h  9  environmental  harm'  for  ""very  of 

Lessee,  its  officers,  employees  ***  are  caused  bV  *•  activities  of 

for  Lessee  on  or  md^Wln^S^^I^i^'lS^  reSU,tIn9  from' the  operations  of  or 
occasioned  by  Lessee's  breach  of anT^th!  •! 11  *  .°r  °Perat,on*  ■«»  or  that  may  arise  out  of  or  be 

strictly  liable  a* o^is£> l\ ^Uss7e  Furth^  ^  °'  *  negligent  or 

defend  and  hold  harmless  the  U^pJ^^S^l^i^T9  »  l2.,iab,e  for'  exonerate.  indemnify, 
property  damage,  personal  I^E^h^^^  liabilities  losses,  damages,  actions, 

damages  is  sought,  under  any  ttw^iSudinSS*'         !I  6S'  °r  °tber  harm  for         recovery  of 

and  other  legal  expenses,  incTJ dZ  «  rZ^to^^^V'  ,iabi"ty'  inc'Udinfl  fees 
or  at  the  drill  site  or  operations slteoMn ^^^125^111^^  °\  the  'eaSed  premIses 
environmental  laws;  those  arising  o  I?  t0  COmp'y  wlth  any  and  a" 

activities  In,  on  or  under  the  leased^remises  SrtX  m « V  oper*,ons  or  -V  «*«"  of  Lessee's 
use  of  the  surface  or  subsurface*  SeTeS ed  p«m^  ^  thoSe  arisin9  from  Lass«'* 

Lessee's  breach  of  any  of  the  terms  oV^visE^  ^  OUt  °f    *  "y 

directors,  officers,  employees,  partners  aa^nts^,^ 

respective  successors  and (assign  Each  S^f^L^T'9^  9UeStS'  invftees  and  thelr 
for,  exonerate,  indemnify,  defend  and  hoW  £$Z  ^^Sl^iJ^r1  aflre6S  to  be  'iab'e 

connection  with  the  activities  of  Lessee  its  officers  «2n£II21  a  *  6  *Te  manner  Provided  al>ove  in 
OTHERWISE  EXPRESSLY  LIMITED ^  HEREIN  ALL  O  EXCEPT  AS 

ASSUMED  UNDER  THE  TERMS  OF THIS LEASE  7p  i<I^S!L^^™>NS  AUDf0R  "ABILITIES 

CAUSE  OR  CAUSES  THEREOF  (EXCLUDING  ^>R^Fxil"r^T*^rtTjnmrtf  WITHOUT  REGARD  TO  THE 
NEGLIGENCE  OF  ANY  PARTYOR S^S^V^S  J^USNMTONS)^  STRICT  LIABILITY  OR  THE 
WHETHERSUCH  NEGU^K^  PARTY), 

Smie^ 

of  allowing  Lessee  to  contact  l^s^^^ZS^^9  'ts  attorneys-in-fact  solely  for  the  limited  purpose 
agreement  or  other  similar  do^S  f^Z^eTo^X^  *hf  °'  ^ 10  °btain  a  lien  subordinaHon 
interests  in  this  lease.  Lessee  WHhnaffla ^^h**  m?9?e  °n  leased  premises  to  ^ee's 
agreement  when  finalized.  WhS  Lhm ?Z VSSt^^^f  subordination  «W«menl  or  similar 
Lessor's  lender  or  mortgagor  this ;  Trnlted '  DowSrSfSi en  subord  natron  agreement  or  simitar  agreement  with 
automatically  be  revoked ^e^l^Sr  a^rrilf^  lha"  in  a"  respects  terminate  and 

agreement  or  similar  agreement^  ^  °°StS  assoaated       °*aining  any  such  lien  subordination 

£5^^  of  independent  Legal  Advice.  Lessor 

with  Lessee  with  respect  to  th  ™^ 

Lessee  and  a  group  Lxm^hB^^k^SSi  rt^l  WereTobiaIned  as  a  reSL"t  of  negotiations  between 
committee  of  unpaid  vduXrsTndudmfl  tod  Ste^ri  X^  'S  1^°"?  <:GLCGLTF">,  *****  <™***  of  a 
Margaret  Hamlin"  Jim  UaheTSdZ^^  'J^'i^?*^^  Nora  Donavan- 

including  any  attorneys ™qaqed  0^  ttl  (^fxF  r    ?    S  T^8'  a9ents<  and  ^esentatives,  specifically 


Executed  on  the  date  first  written  above. 


HCHAEL  R  SPENCEH   By: 


KIMBERLY  SPENCER 


